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six Year Financial & Operating Review 


1969 1970 lov 1972 1973 1974 
Total Revenue ....... metpes? 00075) 144,000)5 =305,000) $= 564,000 3° 581;000°$ 672,000 
CaSHBELOWreste te eo eon 18,000 (24,000) 93000 204,000 90,000 204,000 
Cash Elow/Share 2... 2¢ (1¢) 5¢ 10¢ A¢ 7¢ 
Depreciation/Depletion 4,000 4 000 88,000 164,000 159,000 226,000 
Net Income (loss) ........ <1 (11,000) (33,000) 5000) F 42497000)" (292,000) 
Net Income (loss)/share | 2¢ (1¢) (2¢) (2¢) (11¢) (10¢) 
Total Assets ns06, 000" 2 242.000" 2,940,000) 3,224 000" 4,751,000), 6,437,000 
Working Capital "208,000 738,000 187,000 384,000 634362") 2,449 432 
Long-terny Debt ....0........ — — 626,000 629,000 632,000 604,000 
Shares Outstanding S30 ;O00M In 7 5593s il) / Dc 20 sera loe 20 ewer 4o1gaooe 2,031,383 
Shareholder’s Equity 294,000 1,944,000 1,912,000 2,277,000 3,622,000 5,543,000 
Gross wells drilled 10 11 7 14 23 20 
Oil/Gas Rect) LO | 2 5 11 10 
Dry ae ss ets fiscal eee: 10 5 9 LZ 10 


Number of Employees 3 5 3 A S) = 


Dear Shareholders: 


We welcome the opportunity to report a 
most eventful year for the Company and pro- 
vide indication of significant and exciting 
activities planned for the ensuing year. 


Total gross income increased from 
$580,951 in 1973 to $672,110 in 1974. Cash 
flow amounted to $204,195 as compared to 
$89,726 in 1973. This represents an increase 
of over 120% in cash flow or approximately 
7¢/share. The Company uses the conven- 
tional system of accounting, as opposed to 
the ‘‘full cost’’ method employed by most 
energy related companies. Under our system 
of accounting all costs relative to exploration 
and development of petroleum and natural 
gas, whether productive or not, are initially 
capitalized. | Unsuccessful expenditures in- 
cluding lease rentals, property surrenders and 
dry holes are written off in the year they 
are incurred, Therefore, cash flow would be 
substantially increased if lease rentals, sur- 
renders and dry holes were capitalized in an 
accounting procedure using the ‘‘full cost” 
system. This is a significant item to note 
when comparing the financial statements of 
oil companies using the ‘‘full cost’’ system to 
our conventional method of accounting. 


Working capital increased from $752,659 
to” $2)429 962 “asa resulf ot the sale. ot 
350,000 shares to FRANCAREP, a French 
Rothschild’s subsidiary, in November 1973. 


During the period under review the Com- 
pany participated in 20 wells wnich resulted 
in 10 oil and gas completions and 10 dry 
holes. Five of the ten dry holes were drilled 
at no cost to the company. This was in 
keeping with the Company policy to farmout 
high-risk, expensive ventures to defray ex- 
ploration expenses. This policy of farming 
out has given much more explorational 
exposure to our shareholders than what is 
reflected in the financial statement. 


Most company reports and the industry 
press have dealt extensively with the increas- 
ing difficulty that oil companies are exper- 
iencing, around the world, with increased 
government royalties, non-paid government 
participation, increased taxation, the removal 
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of exploration incentives, greater governmen- 
tal control and in some cases outright 
nationalization of oil properties. It will 
suffice to say here that we hope, in our own 
country, the Provinces and the Federal Gov- 
ernment will resolve their differences on the 
sharing of revenues from oil and natural gas 
production without impairing exploration and 
development of these resources in our vast 
country. Canada’s self sufficiency in oil and 
natural gas has, up to now, been brought 
about by a healthy free enterprise system. 


A significant factor in all our daily lives 
has been the steady rising cost of living. 
Shortages, higher prices for materials and 
labour affect your company as well as every 
individual in this country and in the Western 
world. The net income per barrel of oil, to 
the Canadian producer, has been held to those 
of August 1973. In some provinces, such as 
Saskatchewan, the net per barrel to the pro- 
ducer, has been substantially lowered below 
August 1973 prices; due to the taxation poli- 
cies of the Provincial and the Federal Govern- 
ments. In summary, it is essential that a 
reasonable solution for taxation be reached 
by Federal and Provincial Governments to 
allow the industry to continue under a hyper- 
inflationary condition that exists in Canada 
today. 


EXPLORATION AND DEVELOPMENT 
Western Canada — Alberta 


Gas Properties 


The following gas properties are ready or 
in the process of being prepared for produc- 
tion in 1975 and should add substantial rev- 
enues in the future. Most of the gas is “new” 
gas and will qualify for reduced gas royalties 
under the new scheme proposed by the Alberta 
Government. 


Ghost (see Map #1) 


The Ghost feature has now been evaluated 
by three wells. The discovery, Phillips Ghost 
4-36-28-8-W5M had 200’ of net pay in the 
Turner Valley formation of the Mississippian, 
a deliverability of 27 MMcf/day of dry gas 
with a sulphur content of 14.54%. This well 
is located on lands in which your company 


holds a 5% working interest. The other 
two wells are located on the Ghost feature 
but are not on Peyto lands. A fourth well is 
to be drilled shortly in 10-2-27-8-W5M, on 
company held acreage. 


The Ghost 4-36 well was drilled on a struc- 
tural feature which is presently estimated by 
this company to have 300 to 350 Bcf of 
proven reserves. More than half of the struc- 
tural feature appears to be on Peyto 5% and 
10% held acreage. The majority of any 
probable reserves would probably be located 
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on company held lands. At present Phillips 
Petroleum, the operator, is studying the possi- 
bilities of building a gas plant on site or laying 
a pipeline to the Fina Wildcat Hills gas plant 
(15 miles to the east). It is hoped the con- 
struction of facilities will begin early in 1975. 
Production from the Ghost Field has been 
classified as ‘new gas”’. 


The discovery well was drilled at no cost to 
the company. Peyto Oils will pay its propor- 
tionate share in the drilling of any future 
wells on company held lands. 


Quirk Creek (see Map #2) 


Peyto’s 65% subsidiary, Giant Reef Petrol- 
eums Limited, has a 5% working interest in 
the Quirk Creek Field and the gas plant. 


MAP. No. 2 
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GROSS ACRES 40,000+ 


A new pool discovery, Husky et al Quirk 
Creek 5-22-21-5-W5M, drilled last year, has 
now been production tested. The well has 
+200’ of net pay in the Mississippian Turner 
Valley formation and is capable of delivering 
14.5 MMcf of gas per day with 26.8 barrels 
of condensate per MMcf of gas per day. The 
sulphur content is 12.2%. This well was 
drilled on a large geophysical anomaly to 
the north of the Quirk Creek Field. The 
Inexco Shell team is presently drilling a well 
(7-29-21-5-W5M) 1/2 miles from the 5-22 
well; on the west flank of the North Quirk 
feature. 


A second well was drilled on another sub- 
stantial feature to the south of the Quirk 
Creek field; this anomaly is~called the South 
Quirk feature. The-well, 11-27-20-4-W5 was 
suspended after encountering hole difficulties. 
It did not reach its destined objective. A 
third well, 5-35-20-4-W5M is currently drill- 
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ing below 11,000’ to test this anomaly. Both 
North and South Quirk are Mississippian pros- 
pects below the horizon producing in the Quirk 
Creek field. 


Revenues from the Quirk Creek area should 
increase in 1975 due to the following rea- 
sons: (1)'In November of this year the price 
of gas at the Quirk Creek field will increase 
from 1644¢ per Mcf to 26¢, (2) The company 
has recently completed a contract for selling 
liquid sulphur from the Quirk Creek field. 
Previous to this Giant Reef’s share of sulphur 
was being stockpiled. The entire block of 
stockpiled sulphur has also been sold which 
should add a substantial sum of revenue for 
Giant Reef in 1974, (3) The tie-in and com- 
mencement of production from the 5-22 North 
Quirk discovery well will hopefully take place 
in 1975. The North Quirk discovery well will 
be classified as ‘‘new gas’’ and be subject to 
reduced royalty rates. 


More drilling is anticipated in this area in 
1975. The 5-22, 11-27 and 5-35 wells were 
drilled at no cost to Giant Reef. Future costs 
will be borne proportionately by Giant Reef. 


Drumheller (see Map #3) 


The Peyto et al Drum 11-12-31-20-W4 
gaswell has been tied into the Ghost Pine Gas 
Plant and is ready for production as soon as 
the Unit approves acceptance and sets proces- 
sing charges. A follow-up well drilled in June 
of 1973 was abandoned. The solitary well, 
Peyto et al Drum 11-12-31-20-W4M, has a 
minimum rate of take of 1 MMcf/day and a 
maximum of 2.33 MMcf/day. The starting 
price would be 60¢/Mcf and would qualify as 
“new gas”. Peyto’s working interest in this 
well is 159. The well was drilled at no cost 
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to the company. The company will possibly 
participate for a 20% working interest in 
future development on an 8800 acre Petrol- 
eum and Natural Gas lease adjacent to the 
discovery. Reserves for this well are esti- 
mated to be 12 Bcf of saleable gas. 


Neptune (see Map #4) 


Gas in this area of North Western Alberta 
was discovered by the Company in 1968. The 
gas is contracted to Pan Alberta. As soon as 
regulatory approval is obtained by that com- 
pany we will commence the building of a gas 
plant. The plant would be designed to process 
5 to 6 MMcf of gas per day. Peyto’s net, 
after royalties, should be approximately 800 
Mcf per day. This shut in gas has also been 
classified as ‘new gas” by the Alberta Energy 
Conservation Board. The proven reserves are 
estimated to be 22 Bcf in the field area. 
Starting gas price would be 65¢ per Mcf. 
Peyto’s working interest in this prospect is 
20%. 
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Saskatchewan — Hume and North Weyburn 
(See Map #5) 


At Hume your company drilled a west offset 
in 13-31-7-12-W2M which was unsuccessful. 
The company with Peyto Oil and Gas Program 
1972 Drilling Fund produces from six oilwells 
in this pool. 


The North Weyburn pool was discovered by 
your company in the preceding year. Five 
oilwells and one abandonment have been 
completed during the year under discussion. 
There are now six producing oilwells from the 
Midale Formation in this pool in which your 
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company holds a 50% working interest. Fur- 
ther development of this new field has been 
temporarily discontinued due to adverse taxa- 
tion policies and surcharges imposed by the 
Saskatchewan and _ Federal Governments. 
These taxation policies have resulted in a 
substantial decrease in the net price per barrel 
of oil to the company since January of 1974. 
Further taxation by the Federal Government, 
as proposed in the last Budget, would result in 
a net loss for every barrel of oil produced from 
the field. 


Lucky Hills (see Map 6) 


We have continued an active development 
program in this area because of an advan- 
tageous recently implemented Provincial Gov- 
ernment scheme to rebate 60% of the royalty 
surcharge on new production. 


Two oilwells 4-22 and 2-22-30-23-W3M 
have been drilled in the year ending May 31, 
1974. To date, two more wells in 4-21 and 
2-21-30-23-W3 have been successfully com- 
pleted. The most recent well in 4-21 flowed 
108 bbls. of oil from the Viking formation, 
through a 16/64” choke on a 14 hour test, 
after swabbing. The 4-22 and 2-21 wells are 
currently producing over 90 barrels of oil per 
day. The 2-22 well produces currently at 30 
barrels of oil per day. The preceding wells 
are all classified as ‘’new oil’’. The company 


5 


R23 W3M MAP No. 6 


ad 


GEOG Lucky Hills Unit 
# 4-22 Flowing Oil Well 


GEOG et al Lucky Hills 
2-21 Flowing Oil Well 


GEOG Lucky Hills Unit 
@ 2-22 Oil Wel 


GEOG et al Lucky Hills GEOG et al Lucky 
12-15" Shutin 


4-21 Flowing |Oil Well 


PEYTO INTEREST 25.932% TOTAL GROSS ACRES 5120 


LUCKY HILLS-VIKING SAND OIL & GAS POOL 
SASKATCHEWAN 


holds 25.932% working interest in 5,120 
acres in this field. There are 10 producing 
oilwells which also produce concurrently 800 
Mcf/day of gas. We expect a much greater 
revenue from this property in the coming 
year. We intend to pursue an active de- 
velopment program in this area for the re- 
mainder of the current year. 


Foreign 


The most exciting and significant explora- 
tory ventures planned by the company for the 
following year will take place outside Canada. 
Two offshore wells in the British North Sea 
in which the company will have a working 
interest could be drilled in 1975. Another 
well in the British North Sea where your 
company has an equity interest is also antici- 
pated. In Turkey an onshore venture is to be 
commenced in January of 1975. 


In Tunisia an offshore well may be drilled 
depending on the results of a seismic rework. 


Since the British North Sea represents such 
a vast portion of next year’s exploratory activ- 
ity and may have a profound influence on the 
fortunes of the Company, it may be well to 
say a few words on the political development 
affecting the oil industry in that country. 


The British Government has indicated that 
they will seek to obtain a 51% interest in 
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future concessions granted in the North Sea. 
For presently held concessions they will at- 
tempt to negotiate some form of Government 
participation. We are to be called to discuss 
this matter in the near future. It is our 
opinion that the British Government will not 
nationalize or impede greatly the development 
of free enterprise in the North Sea, at this 
time, for the following reasons: 


1) They desperately need rapid development 
of their oil reserves to offset the deficit in 
their balance of payments. This deficit has 
been aggravated by the increased price of 
crude oil. 


2) The financial plight of the British Govern- 
ment renders them unable to finance the large 
amounts of money needed to develop the oil 
resources of the North Sea. 


3) The British Government does not have 
enough technical personnel nor can_ they 
supply enough labour, steel or sophisticated 
drilling equipment to develop their oil re- 
sources at the speed and scale that private 
enterprise is capable. 


North Sea — Block 3/7 (see centrefold map) 


The Ninian field now has three known pro- 
ductive oilwells and is believed to be one of 
the new North Sea giants. The field is being 
compared in size with the Forties field which 
has 1.8 billion barrels of recoverable reserves. 
The discovery well was drilled by Burmah Oil 
whose industry sources have indicated 320’ 
of Jurassic oil bearing sands. It was reported 
by Burmah that the 3/3-1 well had been flow 
tested at rates ranging from 2600 to 8200 
barrels of oil per day on restricted choke sizes. 
Burmah’s second well 3/3-2 has confirmed 
the existence of oil considerably down the 
West flank of the Ninian structural feature. 
It may be significant to note that this second 
well although structurally lower than the 3/3- 
1 well reported 370’ of productive Jurassic 
section. 


B. P. Ranger 3/8-1 drilled the apex of the 
Ninian structure as did Burmah, then fol- 
lowed up with a well down the west flank of 
the structure. The 3/8-2 well was recently 
announced to have flowed 3100 bbls/day 
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through a 36/64 inch choke and is currently 
being completed. 


Your company owns a 10% working inter- 
est in block 3/7; the east border of which is 
one mile from the Ranger 3/8-2 well. 


From seismic work it is this company’s 
opinion that the Ninian feature extends into 
the Northeast corner of the 3/7 block. Drrill- 
ing by the group is expected sometime in 
early 1975 if the political situation is favor- 
able. 


A seismic program in conjunction with two 
major oil companies has been conducted in 
the southwest corner of block 3/7 where an 
anomaly has been previously identified. A 
well to be drilled by Shell-Esso in block 3/12 
has recently been announced and will evaluate 
this anomaly. 


Block 211/2 (see centrefold map) 


The Company, through Enjay Holdings Lim- 
ited, holds a 40% working interest in this 
British North Sea block and is the operator. 
In February of 1973, 126 miles of marine 
seismic was completed on this area and 
adjoining Norwegian waters to the east. 
Approximately 250 miles of additional seismic 
data was traded and bought this year from 
competitor companies. 


Our interpretation indicates a viable struc- 
tural feature on the 211/2 block. The water- 
depth at the apex of the structure is 1200’. 
A well drilled on this block would be in the 
deepest water thus far drilled in the North 
Sea and would take the record of being the 
most northerly offshore well in the world. 


This block is currently under seismic option 
to a major oil company. The results of their 
decision of whether they will drill should be 
known shortly. Notification of their intent 
will immediately be conveyed to the share- 
holders in a special announcement. 


The most intensive activity in the North 
Sea is taking place south of this area in 
Thistle, Frigg, Brent and Dunlin areas (see 
map). 


A most recent discovery 18 miles south of 
211/2 has been made by British Petroleums 
and has been named the Magnus Field. It is 
a significant oil discovery but no formal re- 
lease has yet been made by that company. 


Berry Wiggins (see centrefold map) 


Berry Wiggins (see map) is expected to 
commence the first well on its considerable 
land spread in the northern part of British 
North Sea sector. Your company holds 
226,000 shares of Berry Wiggins stock which 
represents a 1.4% interest in that company. 
This exploratory well is to be drilled on block 
| ByAey 


Turkey (see map #7) 


These concessions were originally filed for 
by Oxoco and Peyto in 1969. After having 
others conduct 155 miles of offshore seismic 
and 65 miles of onshore seismic, a structure 
was outlined onshore, less than 2 miles from 
the Mediterranean Sea. The anomaly has 
+400’ of closure and is interpreted to be a 
Miocene Reef. Miocene reefoid carbonates 
outcrop in the Taurus mountains and indicate 
favorable reservoir characteristics. A Mobil 
well in the adjoining Adana sedimentary 
basin is currently producing Miocene oil from 
reefoid carbonates. 


Peyto is the operator and holds a 27.175 % 
working interest in this prospect. This ex- 
ploratory venture will be the second well 
drilled in the Antalya Basin. The well is 
anticipated to be commenced in January 1975. 
It is hoped that this prospect will be farmed 
out to others; to decrease or eliminate drilling 
costs to the Company. 
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Tunisia (map #8) 


Buttes Gulf of Hammamet #1 well was 
abandoned in March of this year at a depth 
of 15,170’. The well was drilled at a cost of 
$5,500,000. Peyto farmed out its interest 
and retained 3.3% in the southern half of 
the concession; where the well was drilled. 
This staggering well cost expenditure is a 
good example of the tremendous capital re- 
quirements in offshore exploration today. The 
well did provide valuable stratigraphic infor- 
mation of the shallower horizons. 


ISIS #1 and #2, drilled by Compagnie 
Francaise des Petroles, an affiliate of Total 
have encountered an Upper Cretaceous oil 
well, 100 miles to the southeast of our conces- 
sion. They reported a flow of 2700 barrels of 
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oil on a 5 hour test. Net pay is reported to 
be 120’ at a drilling depth of 8000’. 


Drilling at Gulf of Hammamet #1 tested 
a deep-seated structure of Lower Cretaceous 
or Jurassic Age. At least four smaller struc- 
tural features outlined in the 1400 miles of 
seismic, done on this permit, are being re- 
evaluated in the light of the ISIS discovery. 
If the seismic rework is successful a well may 
be drilled to evaluate the most promising 
feature. 


Guyana 


A seismic survey of 305 miles was conduc- 
ted in the preceding year and the concessions 
were dropped. The results of the survey indi- 
cated that the geologically and seismically 


interesting area lay further to the south. An 
application for approximately 1,115,000 acres 
was submitted to the Guyana Government for 
their approval and is pending. The Com- 
pany’s interest in these concessions, if granted, 
would be 15%. 


Gambia 


Some 350 miles of marine seismic work, 
a rework of competitor seismic and a brief 
geological study of well logs in Gambia and 
Senegal was accomplished. The Gambia con- 
cession comprises 1,500,000 acres, offshore, 
in which Peyto has a 5% interest. The results 
of the seismic survey do not look favorable 
and the concession will probably be relin- 
quished. 


India 


An application with a group of Canadian 
companies for a 9 million acre concession in 
India was applied for and rejected by that 
Government. Late this summer the Indian 
Government offered to re-open negotiations, 
once more; on another concession of 6 million 
acres, not yet awarded. This renewed offer 
is being investigated at this time. 


Mining 

At Maggie, the company plans to reduce its 
holdings from 159 to 17 claims. This reduc- 
tion has been brought about by the lack-lustre 
results of our drilling program the previous 
year and the new British Columbia mining 
regulations which have virtually halted ex- 
ploration activity in that Province. Four per- 
cussion drill holes are to be drilled this fall 
on a gold showing indicated in last year’s 
drilling program. 


Announcements and Conclusions 


We are pleased to announce the appoint- 
ment of Mr. Jean Le Reun of FRANCAREP, 
Paris, France, to the Board of Directors. 


The oncoming year promises an exciting 
exploratory program in the North Sea, Turkey 
and possibly Tunisia. The success of any one 
of these ventures could mean the addition of 
substantial new reserves to the company. 


The Company is continuing its efforts to 
farmout its acreage in Colorado and is investi- 
gating drilling on selected prospects in the 
United States. The exploitation of oil re- 
serves and the tie-in of new gas in those 
fields, mentioned in the text of this letter, 
should enhance next year’s financial results 
and those to follow. The ultimate profitabil- 
ity of these developments, especially in oil, is 
now being determined by the Provincial and 
Federal Governments. This long shadow of 
doubt as to the eventual profit to be had 
from your company’s successful explorational 
efforts is a new factor in our rapidly changing 
society. 


We once more reiterate our hope that in 
Canada, as well as in other countries in the 
world, that a reasonable solution will be 
reached by Governments that will encourage 
the development and exploration of oil and 
natural gas resources by free enterprise. 


ON BEHALF OF THE BOARD OF DIRECTORS 


W. Wolodarsky, 


President. 
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Peyto Oils Ltd. 


and Subsidiaries 


Consolidated Balance Sheet May 31, 1974 


(with comparative figures for 1973) 


ASSETS 


Current assets: 
Cash 


Deposit receipts, including accrued interest ..... 


Accounts receivable (Note 5) .... Paget SEIS ic, 


Current portion of notes receivable 


Prepaid expenses and deposits ... 


Vere) Curmaar @Ssais ..... 


Property, plant and equipment (Notes 1, 2 & 5): 


Less accumulated depletiecn and depreciation 


Other assets: 


Investments, at cost (quoted market value 


$759/8118)) (Nota-3) ae oe 


Other investments, at cost less amounts 
written off (no quoted market value) 


(Note&4) Ses icternes Wey ee ae eee 


Refundable deposits 


Incorporation costs 


Subtotal of other investments 


See accompanying notes 


1974 1973 
$ 48,058 EO TTMPAES 
2,429,962 752,659 
lO7so7 105,895 
a 20,000 
oe 12,989 
2,585,187 968,761 
3,998,223 3,743,694 
639,518 419,042 
3,358,705 3,324,652 
453,998 435,088 
15,313 =“ 
14,247 13,250 
9,238 9,238 
492,796 457,576 
$6,436,688 $4,750,989 


eee EEE Eee 
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LIABILITIES 1974 1973 


Current liabilities: 


Accounts payable and accrued liabilities 0... oe 6077 55 $2 1215845 
Current portion of long-term debt (Note 5) ae 75,000 75,000 
Due on purchase of investment ..... reek — 137,554 

Mihenem ins 22 See 334,399 


Long-term debt (Note 5) 
Dani todnenetorecUrremt DOrtioni as = una 604,000 632,000 


Minority interest in subsidiary company o.oo 1o3;c61 L62 135 


Shareholders’ equity: 
Share capital (Note 6) 


Authorized: 
6,000,000 shares without nominal or par value 


Issued: 
2763 1983'sharess(19/73 =—- 2,431,383 shares) 6,222,010 4,009,510 
DG FIC | Rane e ieee coat Pc a eek, bck at LCE a ten ea. 678,938 387,055 


5,543,072 3,622,455 


Approved on behalf of the Board: 


R. T. Vanderham, Director 


W. Wolodarsky, Director 


See accompanying notes. 


Peyto Oils Ltd. 


and Subsidiaries 


Consolidated Statement of Earnings and Deficit 
Year ended May 31, 1974 


(with comparative figures for 1973) 


1974 1973 
Revenue: 
Oilvand gas eer 5 ae aor S12 ets $ 449,475 
Geological and dogeuitiing foes faite, teal ag ee a 29, 664 Sion 
Interest: earned oa. eee ere fag 175866 33)260 
Other S25 oe eee ene eee ee ee ee 3,465 10,959 
672 110 580,951 <4 
Expenses: 
Opérating ee eee 168,787 2A O02 
Lease rentals on non- spotless shamanties 72,508 30,089 
General and administrative 160,209 2O00;675 
Interest: 
Long-term aes ah etc Ee aN Pha, 66,411 46,282 
Other . te ETE Se te eee ear er ene Tae — SWLa 
467,915 AD1E225 
Cash flow from operations 204,195 89,726 
Non-cash charges (credits): 
Depletion 124 847 83,424 
Depreciation: jac. OO 39 LOLIS 
Dry holes and sHaRe Acai sae ZO27 2 241,693 
Write down of investments : — 3,046 
Loss (gain) on sale of properties an | vesinans e023 (62,608) 
499,181 341,348 
Loss before the following 294,986 251,622 
Minority interest in loss of subsidiary S03 2730. 
Net loss ZION BSS 249/305 =e 
Deficit at beginning of year Shei? jOSNs) Oo 20 
Share issue expenses ~ 38,540 
Deficit at end of year $ 678,938 $387,055 
Loss per share $ 0.11 


oe O80 


See accompanying notes 
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Peyto Oils Ltd. 


and Subsidiaries 


Consolidated Statements of Changes in Financial Position 
Year ended May 31, 1974 


(with comparative figures for 1973) 


1974 1973 

Source of working capital: 
sel OWE rOmMnODeTGtOnS a= re an  eeeeee e 2045195 89,726 
Decrease in notes receivable .. a 20,000 
Increase in long-term debt, net of current portion — 3,000 
[SSUCHOLECODILCIESLOC Kanne Sake eee 2,212,500 1,633,485 
SCLESOLZDLODET UGS ee eee ere Be ora 5415 74,983 
COUN as ee ee eet ee ere DARPA rears ce — fd eyey 
Total working capital provided . DAD 2 NO 15523;970 

Application of working capital: 

PROpenty se DIGMt GNGteqUIDIMOCNT cateac cue en 538,648 1,238,431 

Increase in other assets: 
lyivestmentsS: 05.2... 34,223 284,407 
CTC Eee es ore tes ee Aerts Bee te Ok, Ua ar ae 997 11,666 
Decrease in long-term debt — net of current portion 28,000 —- 
Share issue expenses . aS Ce er — 38,540 
Purchase of shares of a subsidiary .. aed — 
Total working capital applied . 607,040 1,573,044 
Increase in working capital eso. 07,0 250/532 
Working capital at beginning of year 634,362 383,830 
Working capital at end of year $2,449 432 $9034/302 


See accompanying notes. 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 


IF 
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Accounting Policies: 


The consolidated financial statements include the accounts of all wholly-owned subsidiary com- 
panies and a 65% held subsidiary, Giant Reef Petroleums Limited. 


The excess of the purchase price of the shares of Giant Reef Petroleums Limited over the under- 
lying net book value, at dates of acquisition, has, on consolidation, been added to the cost of 
developed oil and gas properties and is being depleted on the unit of production method. 


Under the conventional system of accounting as used by the company (as opposed to the ‘’full 
cost’’ method) all costs relative to exploration for and development of petroleum and natural 
gas whether productive or non-productive are initially capitalized. The costs of non-producing 
properties, including development and exploration cost thereon, less any proceeds on disposal, 
are charged against earnings in the year of disposal, abandonment or surrender. Costs per- 
taining to producing properties are depleted on a unit of production method based on estimated 
reserves. Carrying costs on undeveloped properties are charged against earnings in the year 
incurred. 


Lease and well equipment and gas plants are depreciated over their estimated useful lives. 


Property, plant and equipment: 1974 1973 

Accumulated Accumulated 
depletion depletion 
and and 
Cost depreciation Cost depreciation 
Developed oil and gas properties and 

equipment thereon So ee eure rete $2405, 762694670339 $2) 144,203 5295;821 
Gasrplant ; eae ee ae 985,266 172,485 9736205 leo 
Undeveloped oil, gas and mineral properties . 6077175 “= O2a67 | = 


$3,998,223 $639,518 $3,743,694 $419,042 


Investments: 


During the year the company’s investment in the shares of Sea Search Limited, a United King- 
dom company, were exchanged for shares of Berry Wiggins & Co. Ltd., a United Kingdom 
public company. The investment is carried at a cost of $429,198 in the accompanying 
balance sheet and at May 31, 1974 the market value of these shares was $678,000. 


Owing to the number of shares involved, the market value of the investments is not necessarily 
indicative of the value that the Company would receive if the shares were to be sold. 


Other investments: 


Included in other investments is a United Kingdom company, Enjay Holdings Ltd. of which the 
company owns 40% of the outstanding common shares at a cost of $5,302. 


Long-term debt: 


Although the bank loan is subject to call on demand, under the agreed terms of repayment 
approximately $75,000 will be repaid within the next twelve months. The loan is secured 
by an assignment of certain interests in developed properties and accounts receivable of a 
subsidiary company. 


Capital stock: 


During the year the company increased its authorized share capital by the creation of an addi- 
tional 3,000,000 shares without nominal or par value. 


The following changes were made in the issued capital stock of the company: 


Shares Amount 
Balance NOV 13 | 193. ceac ete acee onan oie 2,43 17363 $4,009,510 
Shares issued for cash: 
Pursuant to share purchase warrants 
SILKE Tal Loe |r) lca REA ee 50,000 112,500 
(TSP Ae Ro I 350,000 2,100,000 
ESET CHEV CE VAC Vins ite 7 we ely ccc ceerianty a 2,03 15303 $6,222,010 


During the year the company granted an option to purchase 50,000 shares of its capital stock, 
exercisable as follows: 
$7.50 per share if exercised prior to November 30, 1974 
$9.00 per share if exercised prior to November 30, 1975 


Remuneration of Directors and Officers: 


The aggregate remuneration paid to senior officers (as defined by The Companies Act, Alberta, 
which term includes the five highest paid employees of the company) during the year amoun- 
ted to $84,000. No remuneration was paid to directors as such. 


Income taxes: 


For income tax purposes the companies are entitled to claim drilling, exploration and lease 
acquisition costs and capital cost allowances (depreciation for tax purposes) in amounts which 
may exceed the related depletion and depreciation provisions reflected in their accounts. At 
May 31, 1974 the following amounts remain to be carried forward and applied against future 
taxable income to the maximum amounts permitted annually under the Income Tax Act. 


Drilling, exploration and lease 
CCH) SIAC COSTS Mee ata ak. Parse, fy ee haiticonekes eeetanttan statin crate $2,561,000 
ie PECCIOLe me CIN COST asec er diat.n stock aceusenevennunecatetiens ss T0060 


Auditors’ Report to the Shareholders 


We have examined the consolidated balance sheet of Peyto Oils Ltd. and subsidiaries as of 
May 31, 1974 and the consolidated statements of earnings and deficit and changes in financial 
position for the year then ended. Our examination included a general review of the accounting 
procedures and such tests of accounting records and other supporting evidence as we considered 
necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position of 
the company and subsidiaries at May 31, 1974 and the results of their operations and the changes 
in their financial position for the year then ended, in accordance with generally accepted account- 
ing principles applied on a basis consistent with that of the preceding year. 


Calgary, Alberta PEAT, MARWICK, MITCHELL & CO. 
July 26, 1974 Chartered Accountants 
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CONSOLIDATED BALANCE SHEET a 2 Peyto Oils Limited 
November 30, 1974 = om O 
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(unaudited) 1 Ou 9° 
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ASSETS 
aS 47 
97d moar 1973 Ren 
Current: es < . 
SMR ON iM oceanian eam sina uncasn, 909 31,918 =: INTERIM REPORT 
Deposit receipts, including w 
accrued INterest ccc $2,328,792 $2,501,175 For Six Months Ended November 30, 1974 
Accounts receivable ween. 314,208 [fl iho rar or 
Prepaid expenses 
and deposits AsMEinCdyavsbendevaby td tet 92 649 en a nn ne SSS a a eee 
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Other assets: & = ‘~ o 
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Refundable deposits cece 14,247 14,277 ee rec es eA 
INCOrPOratiON COSTS veces een SL Reena 9,238 ui oO B fe) ; 
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$6, 7 SO. 
$6,567,522 $6,582,307 Ee 
aera —= ; © © @ ‘ 
KH @ 
Hs ct & 
. st 
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Current: cit é 
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Current portion of bank loan 75,000 75,000 eee a? 
= ae) ow he 
Total current liabilities 192,607 228,570 —S era ay es 
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Capital stock . ag 
Authorized: 


6,000,000 shares without en Gg 
nominal or par value ir one | 
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Deficit 
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